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Toronto,  Ontario, 
October  4,  1934 

To  The  Honourable  Colonel  Herbert  Alexander  Bruce,  M.D., 
R.A.M.C,  F.R.C.S.  (Eng.) 

Lieutenant-Governor  of  the  Province  of  Ontario. 

May  It  Please  Your  Honour: 

The  undersigned  has  the  honour  to  present  a  report  on  the  affairs  of  the 
Temiskaming  &  Northern  Ontario  Railway  Commission,  following  an  inquiry 
made  in  pursuance  of  my  appointment  by  Your  Honour  dated  the  8th  day  of 
August,  1934. 

I  "have  the  honour  to  be.  Sir, 

Your  obedient  servant, 

ARMAND  RACINE. 


Temiskaming  and 

Northern  Ontario  Railway 

INQUIRY 

To  The  Honourable  Colonel  Herbert  Alexander  Bruce,  M.D., 
R.A.M.C,  F.R.C.S.  (Eng.). 

Lieutenant-Governor  of  the  Province  of  Ontario. 

May  It  Please  Your  Honour: 

The  Temiskaming  &  Northern  Ontario  Railway  Commission  now  operates 
under  the  provisions  of  the  Temiskaming  &  Northern  Ontario  Railway  Act, 
being  Chapter  53  of  the  Revised  Statutes  of  Ontario,  1927,  and  amendments 
thereto. 

Origin 

Authorization  for  the  construction  of  the  railway  and  creation  of  a  com- 
mission to  operate  same  was  given  in  pursuance  of  the  provisions  of  Chapter  9 
of  the  Statutes  of  Ontario,  passed  in  the  yfear  1902. 

Construction  of  Various  Extensions 

Distance 

Location  in  miles      Commenced    Completed 

North  Bay  to  New  Liskeard  ....  113.9  1901  1904 

New  Liskeard  to  Cochrane 139.7  1904  1908 

Cochrane  to  Island  Falls 43  1922  1925 

Island  Falls  to  Fraserdale 26.6  1927  1928 

Fraserdale  to  Coral  Rapids 26.7  1930  1932 

Coril  Rapids  to  Moosonee 89.9  1930  1932 

439.8 

Branch  Lines 

Lorraine  Branch 17 

Elk  Lake  Branch 28.5 

Charlton  Branch 7.60 

Iroquois  Falls  Branch 7 

Porcupine  Branch 31.1 

93.2 

Other  Lines 

Yards,  sidings  and  spurs 125.7 

Sidings  operated  by  private  companies 7.12 

Private  sidings  operated  by  railway 19.82 

Tracks  leased  to  Nipissing  Central 6.89 

159.53 

692.53 
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Purposes  op  Railway 

The  purposes  for  the  construction  of  the  railway  are  contained  in  the  pre- 
amble of  the  Act  incorporating  the  Commission,  which  was  passed  in  the  year 
1902  and  recites  as  follows: 

"There  are  large  areas  of  arable  land,  well  fitted  for  settlement,  and  ex- 
tensive tracts  of  merchantable  pine  and  other  valuable  timber  and  deposits  of 
ores  and  minerals  in  the  district  of  Ontario  which  lies  between  Lake  Nipissing 
and  Lake  Abitibi  and  northwesterly  from  Lake  Temiskaming,  which  are 
expected,  upon  development,  to  add  greatly  to  the  wealth  of  the  province, 
and  that  it  is  in  the  public  interest  that  the  said  district  should  be,  at  as 
early  a  date  as  possible,  brought  into  communication  with  existing  lines  of 
railway." 

Management  of  Railway 
The  Act  provides: 

"That  the  railway  shall  be  managed  by  a  commission  composed  of  not 
more  than  five  nor  less  than  three  persons  appointed  by  the  Lieutenant- 
Governor  in  Council,  to  hold  office  during  the  pleasure  of  the  Lieutenant- 
Governor  in  Council." 

The  remuneration  of  each  of  the  Commissioners  is  set  by  Statute. 

Commissioners 

The  following  are  the  commissioners  now  holding  office : 

George  W.  Lee,  Chairman, 
L.  T.  Martin,  Vice-Chairman, 
J.  I.  McLaren. 

Government  Investment  in  Railway 

Direct  liability— Bonds  issued  by  Province $30,207,934.92 

Accrued  interest  to  31st  October,  1933 8,181,839.60 

Temporary  advance  to  be  funded  by  railway 7,050,000.00 

Indirect  liability — long  term  debt  guaranteed  by 

Province 6,000,000.00 


$51,439,774.52 
Various  C  instructions  and  ^Iesults 

Regarding  the  construction  of  the  various  extensions,  their  justification  and 
the  results  obtained  therefrom,  in  order  to  judge  of  their  present  value  it  is  advis- 
able to  divide  the  extensions  into  three  sections,  namely : 

Miles 

(1)  From  North  Bay  to  Cochrane 253.6 

(2)  From  Cochrane  to  Abitibi  Canyon 69.6 

(3)  From  Abitibi  Canyon  to  Moosonee 116.6 
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It  is  not  my  intention,  in  dealing  with  the  construction  of  the  railway,  apart 
from  the  third  extension,  to  reflect  in  any  way  upon  the  soundness  of  the  project. 

I  made  a  thorough  inspection  of  Northern  Ontario,  by  rail  and  by  air,  and 
I  realize  the  T.  &  N.O.  Railway  is  intimately  bound  with  the  development  of 
that  country.  I  fully  appreciate  how  vital  a  factor  the  railway  will  be  in  the 
future  development  of  the  tremendous  wealth  in  timber,  minerals  and  agricul- 
tural land  which  exists  in  the  territory  served  by  the  railway. 

This,  however,  only  emphasizes  the  necessity  for  efficient  and  economical 
administration  of  the  railway.  Its  necessity  to  Northern  Ontario  does  not  excuse 
maladministration  or  extravagance. 

Section  No.  1 — North  Bay  to  Cochrane 

The  railway  in  this  section  crosses  highly  mineralized  and  very  fertile  agri- 
cultural land.  This  is  the  only  portion  of  the  railway  which  has  produced 
real  wealth  and  benefit  to  the  province  generally. 

According  to  the  evidence  of  Mr.  Longmore,  an  official  of  Hollinger  Mines, 
Limited,  and  of  Mr.  Cole,  mining  engineer  in  the  service  of  the  T.  &  N.O.,  the 
wealth  produced  from  the  district  served  by  Section  No.  1  of  the  railway,  from 
1904  to  1933,  is  as  follows: 

Forest  products $250,000,000 

Silver 293,000,000 

Gold 534,000,000 

Total $1,077,000,000 

It  is  estimated  that  the  gold  and  silver  mining  industries  in  this  section  have 
turned  directly  into  the  trade  channels  of  Ontario  the  sum  of  $300,000,000. 

The  construction  of  the  line  through  this  first  section  has  been,  and  still  is, 
a  highly  profitable  venture,  and  the  purposes  intended  by  construction  have  been 
more  than  justified. 

Section  No.  2  —  Cochrane  to  Abitibi 

The  railway  travels  in  this  section  through  a  portion  of  the  Clay  Belt  and 
also  in  a  mineralized  area,  although  there  are  no  mines  operating  at  the  present 
time.  There  are  very  rich  resources  of  timber  on  both  sides  of  the  railway  line 
and  two  lumber  mills  are  operated  in  the  district. 

The  revenue  of  the  railroad  north  of  Cochrane  amounts  to  approximately 
$40,000  a  year  and  ninety  per  cent,  of  this  amount  is  derived  from  this  district. 
It  is  expected  that  construction  of  this  extension  will  be  fully  justified  in  the 
future. 

Section  No.  3  —  Abitibi  to  Moosonee 

The  railway  in  this  section  crosses  the  coastal  plain,  known  as  the  muskeg 
area.  It  was  admitted  in  evidence  that  eighty  per  cent,  of  this  district  is  swamp. 
From  observation  and  evidence  it  is  unfit  for  cultivation,  neither  does  it  possess 
any  timber  wealth.    The  land  is  low-lying — practically  at  sea  level. 
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Timber:  The  timber  in  this  section  is  small,  stunted  and  is  of  no  commercial 
value,  excepting  for  approximately  three-quarters  of  a  mile  back  from  the  banks 
of  the  rivers.  The  timber  adjacent  to  the  river  banks  would  constitute  perhaps 
five  percent,  of  the  total  timber  reserve. 

Considering  the  vast  resources  of  timber  and  pulpwood  elsewhere  in  Northern 
Ontario,  commercial  use  of  this  timber  seems  a  remote  possibility. 

Minerals :  It  is  generally  admitted  that  this  is  not  a  mineralized  area.  Certain 
deposits  of  non-metallic  minerals  are  said  to  exist,  amongst  these,  coal,  gypsum, 
china  clay  and  silica  sands  are  mentioned. 

There  is  a  large  deposit  of  coal  at  Onawakana,  a  distance  of  12G  miles  north 
of  Cochrane,  at  a  point  sixty  miles  from  Moosonee  and  608  miles  from  Toronto. 
This  coal  is  called  lignite ;  it  contains  fifty  per  cent,  moisture  and  cannot  be  trans- 
ported without  first  being  specially  processed,  which  would  involve  an  expenditure 
of  over  a  million  dollars  for  the  necessary  plant. 

A  lengthy  report  has  been  prepared  on  this  lignite  deposit  by  the  Research 
Foundation  of  Ontario,  dated  December,  1932,  reprinted  in  the  report  of  the 
Department  of  Mines,  volume  42,  part  3.  Suffice  to  quote  the  conclusion  con- 
tained in  this  report  at  page  25 : 

"The  Ontario  Research  Foundation  cannot  recommend  any  immediate 
development  of  the  lignite  deposit." 

Gypsum  and  Silica  Sands:  It  is  admitted  these  have  no  commercial  value 
and  that  the  cost  of  transportation  would  be  above  the  value  of  both.  There 
are  large  deposits  of  gypsum  near  Hamilton,  Ontario,  and,  for  export  purposes, 
in  Nova  Scotia. 

China  Clay:  The  value  and  extent  of  the  deposit  is  unknown.  It  cannot  be 
considered  in  any  way  a  factor  that  would  justify  the  construction  of  the  railway. 

To  summarize  the  value  of  the  known  minerals  in  this  area,  I  quote  from  the 
evidence  given  by  Mr.  Cole,  Mining  Engineer  in  the  service  of  the  T.  &  N.O. 
Commission,  corroborated  by  Mr.  Clement,  the  Chief  Engineer: 

"Q.  Considering  the  evidence  you  have  given  me  as  to  the  possibilities  and 
knowledge  of  minerals  from  Cochrane  to  Moosonee,  would  you  say  that 
any  of  these  minerals  had  enough  value  to  justify  the  construction  of 
this  railway  to  tap  them? 

A.     No   sir." 

Harbor  Facilities 

At  the  time  construction  of  the  third  section  was  contemplated  great  stress 
was  laid  upon  the  fact  that  Ontario  should  have  a  harbor  at  tide  water.  The 
terminus  of  the  railway  on  the  Moose  River  is  fourteen  miles  from  James  Bay. 
There  are  no  wharves  constructed  there  at  the  present  time.  Moose  River  is  a 
shallow  river  with  shifting  sands.  There  is  a  channel  from  the  terminus  of  the 
railway  extending  to  James  Bay  which  permits  boats  of  a  tonnage  not  exceeding 
one  hundred  tons  to  enter  the  harbor,  and  it  would  cost  over  a  million  dollars, 
in  my  opinion,  to  establish  permanent  wharves.  Ice  floating  in  the  river  in  spring 
would  damage  wharves  of  any  ordinary  construction.  Even  with  such  docking 
facilities,  ocean  freight  would  be  impossible  because  of  the  inability  of  boats  of 
proper  size  to  travel  the  fourteen  miles  from  James  Bay  to  the  terminus. 
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Navigation  in  James  Bay  is  open  only  from  a  month  and  a  half  to  two  months 
in  a  year.  Navigation  in  James  Bay  itself  is  most  difficult  owing  to  bars  and 
shifting  sands,  and  the  presence  of  floating  ice  makes  hazardous  navigation  on 
any  large  scale. 

In  attempting  to  seek  justification  for  the  construction  of  this  extension,  I 
cannot  conceive  how  anyone  could  have  anticipated  any  profitable  traffic  to 
result  therefrom. 

The  Commission  and  the  Government  were  most  negligent  in  not  giving 
proper  consideration  to  the  factors  that  could  justify  construction  of  this  costly 
venture,  resulting,  as  it  did,  in  a  deficit  for  the  year  ending  30th  June,  1934,  of 
$647,000.  They  knew  there  were  no  merchantable  timber  resources  and  they  also 
knew  there  were  no  minerals  possessing  any  possible  commercial  value. 

The  only  justification  given  in  evidence  by  the  members  of  the  Commission 
is  that  the  final  decision  to  commence  construction  was  made  by  the  Government 
of  the  day.  In  my  opinion  the  commissioners  failed  in  their  duty  by  not  opposing 
this  construction.  It  is  difficult,  in  view  of  the  statement  made  by  the  then 
premier.  Honourable  G.  Howard  Ferguson,  immediately  following  a  tour  of 
inspection  of  the  land  involved,  to  understand  how  the  Government  could  have 
entered  into  this  tremendous  expenditure  with  no  apparent  return  possible  in 
proportion  to  the  investment.  The  statement  made  by  Mr.  Ferguson  was  as 
follows : 

"September  28,  1923 :  There  is  no  immediate  prospect  of  a  Temiskaming 
&  Northern  Ontario  extension  to  James  Bay,  and  comparatively  little  likeli- 
hood of  it  within  the  next  decade." 

"The  Premier's  cautious  statement  was  that  'There  will  have  to  be  a 
whole  lot  of  investigation  done  before  his  Government  would  sanction  an 
expenditure  of  $7,000,000  to  carry  the  T.  &  N.O.  another  hundred  miles 
from  Oil  Can  Portage  (Abitibi  Canyon)  to  the  Bay." 

"The  bulk  of  the  timber  is  to  be  found  within  one  hundred  miles  north 
of  the  Transcontinental  Railway.  Beyond  that  (Abitibi  Canyon)  conditions 
change  in  a  marked  degree,  and  generally  speaking,  merchantable  timber  is 
to  be  found  only  on  the  banks  of  the  rivers.  The  soil  is  of  low  level;  a  large 
percentage  of  it  is  muskeg  and  would  have  to  be  drained  before  it  could  be 
suitable  for  agriculture." 

"As  to  the  feasibility  of  an  ocean  port,  there  is  a  depth  of  water  in 
Hudson's  Bay,  but  across  the  southern  end  of  James  Bay  and  across  the 
mouth  of  the  Moose  (Moose  River)  there  are  a  great  many  reefs  and  bars, 
some  of  which  would  have  to  be  dredged  to  allow  even  a  moderate  sized 
vessel  to  find  dockage  in  the  mouth  of  the  river." 

"  Old  men  there  told  me  that  the  ebb  and  flow  of  the  tide  and  the  wash 
of  the  spring  freshets  cause  a  constant  changing  of  these  bars,  and  dredging 
operations  might  possibly  became  an  annual  affair,  at  considerable  expense 
to  maintain  the  channel." 

This  was  indeed  a  true  picture. 
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Contracts 

Certain  circumstances  relating  to  the  letting  of  the  contract  and  the  carrying 
out  of  the  work  by  H.  F.  McLean,  Limited,  in  the  third  section  are  perhaps 
significant. 

Tenders  were  called  for  and  received  on  May  3,  1927.  Construction  & 
Engineering,  Limited,  presented  the  lowest  tender  of  S675,866;  H.  F.  McLean, 
Limited,  presented  the  next  lowest  tender  of  S710,566.  The  lowest  tender, 
without  proper  consideration  or  investigation  was  rejected  and  the  contract 
awarded  to  H.  F.  McLean,  Limited. 

The  following  appears  in  the  minutes  of  a  meeting  of  the  commission  held 
on  June  15,  1927: 

"Classification  of  materials  was  also  fully  discussed  and  an  agreement 
reached  as  to  just  what  would  be  classified  as  hard-pan." 

Common  excavation  was  paid  for  at  the  rate  of  36  cents  per  cubic  yard  and 
hard-pan  at  the  rate  of  $1.00  per  cubic  yard.  The  chief  engineer  of  the  railway, 
in  his  call  for  tenders,  estimated  a  considerable  quantity  of  common  excavation 
and  very  little  hard-pan.  A  reclassification  of  the  material  excavated  resulted  in 
an  additional  $235,000  being  paid  to  H.  F.  McLean,  Limited,  for  hard-pan. 

The  total  amount  paid  to  H.  F.  McLean,  Limited  on  this  contract  was 
$1,103,000,  an  excess  of  $384,000  of  the  amount  of  his  tender 

The  minutes  of  a  meeting  of  the  commission  held  on  February  23,  1928,  are 
as  follows : 

"As  the  commission  have  a  definite  contract  with   H.    F.   McLean, 
Limited,  in  respect  to  this  work,  it  is  the  opinion  that  the  railway  could  not 
take  it  out  of  their  hands,  unless  the  contractors  were  quite  willing  to  have 
it  taken  over." 
The  minutes  of  a  meeting  held  on  January  24,  1929,  disclose  the  following: 

"That  operation  of  the  railway  extending  north  from  Island  Falls  (40 
miles  north  of  Cochrane)  has  not  yet  been  taken  over  by  the  operating 
department,  although  a  service  is  furnished  whenever  required,  the  revenue 
received  from  such  service  does  not  pay  the  cost  of  providing  same." 

Tenders  for  the  further  extension  of  the  railway  from  Coral  Rapids  to  Moose 
River,  a  distance  of  45  miles,  were  called  for,  returnable  February  18,  1930. 
H.  F.  McLean,  Limited,  was  the  lowest  bidder  and  the  contract  was  awarded 
that  company.  It  is  to  be  noted  that  in  this  case,  as  in  the  case  of  the  first  con- 
tract, the  railway  engineer  followed  the  same  practice  of  estimating  a  very  low 
quantity  of  hard-pan  and  a  greater  quantity  of  common  excavation.  H.  F. 
McLean,  Limited,  bid  very  low  on  the  common  excavation. 

Chief  Engineer  Clement  admitted  in  evidence  that  shortly  after  this  contract 
was  let  a  reclassification  of  material,  as  had  taken  place  in  the  first  contract,  was 
made. 

This  reclassification  of  material  in  the  first  and  second  contracts  resulted  in 
a  payment  to  H.  F.  McLean,  Limited,  of  approximately  $550,000  in  excess  of 
the  amount  estimated  by  the  engineer. 
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The  minutes  of  a  meeting  held  on  April  29,  1930,  show  the  following: 

"The  Chairman  authorized  Chief  Engineer  Clement  on  April  15  to 
open  negotiations  with  contractor  H.  F.  McLean,  Limited,  in  connection 
with  the  continuing  of  the  contract  to  the  other  side  of  the  Moose  River. 
Mr.  Clement  was  called  into  conference  with  commission  in  this  matter  and 
reported  he  could  not  continue  negotiations  until  he  was  in  a  position  to 
give  the  contractor  full  details  in  connection  with  bridge." 
At  a  meeting  held  on  July  3,  1930,  the  following  occurred: 

"It  was  also  resolved  that  contract  for  building  this  bridge  be  awarded 
H.  F.  McLean,  Limited,  and  Chief  Engineer  was  authorized  to  negotiate 
agreement  along  these  lines." 

The  cost  of  this  bridge,  including  materials,  was  approximately  $1,000,000, 
and  the  contract  for  same  was  let  to  H.  F.  McLean,  Limited,  without  tenders 
being  called  for. 

At  a  meeting  of  the  commission  held  on  August  19,  1930,  the  following 
occurred : 

"Re  ballasting  between  Island  Falls  and  Fraserdale:  The  contract  for 
this  work  was  awarded  to  H.  F.  McLean,  Limited,  with  the  provisions  that 
schedule  rates  would  apply  to  train  crews  and  that  the  commission  would 
absorb  the  difference  between  straight  time  and  time  and  a  half;  the  work 
to  be  undertaken  on  the  terms  and  conditions  as  covered  in  contract  in 
connection  with  the  extension  north." 

This  contract  was  given  without  tenders  being  called. 

Quoting  further  from  the  minutes  of  a  meeting  held  on  August  19,  1930: 

"As  a  result  of  conference  in  chairman's  office  between  chief  engineer 
and  consulting  engineer  on  August  7,  it  was  decided  to  proceed  immediately 
with  the  construction  of  line  from  Moose  River  Crossing  to  Revillon's  Post, 
and  that  the  work  should  be  awarded  to  H.  F.  McLean,  Limited,  on  the 
terms  of  present  construction  contract." 

This  contract  was  given  H.  F.  McLean,  Limited,  without  tenders  being 
called  for. 

The  following  appear  in  the  minutes  of  a  meeting  held  on  November  20,  1930, 
in  room  205  at  the  Chateau  Laurier,  Ottawa: 

"Messrs.  McLean  and  Therrien,  having  expressed  great  dissatisfaction 
in  the  treatment  they  had  received,  with  particular  reference  to  the  classi- 
fication of  grading  excavation  on  their  contract,  it  was  thought  advisable 
to  hold  a  conference  with  these  gentlemen,  with  a  view  to  discussing  all 
complaints  and  ironing  out  the  differences. 

"As  Mr.  McLean  was  away  in  New  York  he  was  unable  to  be  present, 
but  Mr.  Therrien  was  called  into  conference  and  the  whole  matter  was  fully 
discussed,  when  the  following  decision  was  reached: 

"That  H.  F.  McLean,  Limited,  were  to  carry  out  the  contract,  and  any 
difference  of  opinion  or  misunderstanding  which  might  arise  was  to  be 
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immediately  taken  up  directly  with  the  chief  engineer,  thrashed  out  and  an 
understanding  reached. 

"The  Chief  Engineer  was  given  instructions  by  the  Commission  to 
deal  fairly  and  as  liberally  as  possible  with  the  contractors,  in  accordance 
with  the  contract. 

"Chief  Engineer  Clement  also  to  instruct  Division  Engineer  Eraser 
thoroughly  as  to  his  dealings  with  contractors,  and  to  have  a  distinct  under- 
standing with  him  regarding  policy  in  carrying  on  the  work  and  to  insist 
that  he  have  no  further  conversation  with  stationmen  or  other  similar 
employees." 

At  a  meeting  held  on  June  10,  1931,  the  following  is  noted: 

"It  was  decided,  in  view  of  all  the  circumstances,  that  it  would  not  be 
advisable  to  open  the  railway  this  year,  and  that  this  question  could  be 
further  considered  next  spring." 

At  a  meeting  held  on  August  27,  1931,  the  following  was  decided: 

"  Progress  of  the  work  was  discussed  very  fully  with  chief  engineer,  and 
Mr.  Clement  was  instructed  to  approach  the  contractors  with  respect  to 
closing  out  the  work  this  fall,  doing  everything  that  could  be  done  in  the 
way  of  ballasting,  etc.,  leaving  the  balance  of  the  work  to  be  undertaken  by 
commission's  forces  in  the  spring." 

On  November  30,  1931,  the  following  minutes  appear: 

"The  question  of  suspension  of  operations  re  James  Bay  contract  was 
further  considered  and  after  full  discussion  it  was  resolved  that  the  policy 
of  the  commission  re  extension  of  James  Bay  Railway  is  that  until  such  time 
as  there  is  some  traffic  in  sight  they  do  not  wish  to  spend  any  more  money 
on  it — only  what  would  be  necessary  to  carry  on  such  temporary  service  as 
may  be  required;  and  taking  everything  into  consideration  it  is  considered 
desirable  to  settle  with  contractors  at  as  early  a  date  as  possible." 

The  total  cost  of  construction  carried  out  without  tenders  by  the  commission 
amounted  to  $4,246,281.00,  including  both  material  and  labor. 

I  cannot  too  strongly  condemn  the  acts  of  the  commissioners  in  permitting 
these  contracts  to  be  granted  to  H.  F.  McLean,  Limited,  without  tenders  being 
called. 

I  must  also  come  to  the  conclusion  that  the  engineering  department  of  the 
commission,  headed  by  Mr.  S.  B.  Clement,  was  peculiarly  lax  in  preparing  the 
tenders  which  led  to  the  granting  of  these  two  contracts  to  H.  F.  McLean, 
Limited. 

The  commissioners  were  well  aware  during  the  progress  of  construction  that 
no  traffic  awaited  completion,  yet  they  rushed  the  construction  of  the  whole 
ex+ension  to  completion. 

In  my  opinion  the  irregularities  above  mentioned  have  resulted  in  an  in- 
creased cost  of  construction  to  the  T.  &  N.  O. 
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Future  of  Third  Extension 

The  deficit  for  the  year  ending  30th  June,  1934,  in  the  operation  of  the  line 
from  Cochrane  to  Moosonee  amounted  to  $047,258.29,  as  follows: 

Operating  loss $102,258.29 

Interest  on  capital  cost  of  $12,138,049.42,  at  4 

per  cent,  per  annum 485,545.97 


$047,804.20 


There  is  a  possibility  that  in  the  future  the  line  from  Cochrane  to  Abitibi 
Canyon  will  be  self-sustaining.  Practically  all  the  revenue  which  accrues  to  the 
line  from  Cochrane  to  Moosonee  comes  from  within  a  distance  of  fifty  miles  north 
of  Cochrane. 

It  is  exceedingly  difficult  to  deal  with  the  future  of  this  portion  of  the  railway. 
From  a  survey  of  the  line  and  considering  the  possible  mineral  and  timber 
resources,  as  previously  stated,  the  conclusion  may  be  reached  that  in  the  future 
the  extension  from  Cochrane  to  Abitibi  Canyon  can  at  least  pay  its  operating 
expenses,  but  it  is  impossible  to  reach  such  a  conclusion  as  to  the  extension  from 
Abitibi  Canyon  to  Moosonee. 

In  the  latter  extension  there  does  not  appear  to  be  any  minerals  which  suggest 
future  development,  there  is  no  population  and  no  possibilities  of  farming  com- 
munities being  established.  From  a  speculative  standpoint,  there  is  the  remote 
possibility  that  something  might  be  discovered  in  the  future  which  would  justify 
the  construction  of  this  railway.  Further  exploration  of  the  area  involved  might 
lead  to  discoveries  of  some  kind.    This,  however,  is  most  speculative. 

Settlers  have  established  themselves  from  Cochrane  to  Fraserdale  because 
of  the  construction  of  the  railway.  It  is  my  opinion  that  from  Cochrane  to 
Abitibi  Canyon  a  minimum  train  service  should  be  maintained  for  passenger 
traffic  and  that  the  freight  service  should  be  maintained  only  as,  if  and  when 
required. 

As  to  the  extension  beyond  Abitibi  to  Moosonee,  there  is  some  freight  to  be 
carried  to  the  two  thousand  settlers  and  Indians  around  Moosonee  and  the 
Hudson's  Bay  Post.  To  abandon  the  line  or  entirely  discontinue  service  would 
mean  that  these  people  would  have  no  means  of  securing  their  supplies,  including 
food,  by  rail,  which  would  inevitably  cause  a  considerable  rise  in  the  prices  of 
commodities  purchased  by  them,  and  create  other  hardships. 

Further  the  T.  &  N.O.  has  an  investment  of  $12,138,049.42  from  Cochrane 
to  Moosonee.  This  investment  cannot  be  entirely  lost  without  most  serious 
consideration  being  given  to  the  future  of  the  line. 

For  six  months  of  the  year  a  Brill  gas  motor  service  could  be  operated  from 
Fraserdale  to  Moosonee.  The  T.  &  N.O.  now  owns  such  a  car  and  same  is  not 
in  service.    This  would  entail  a  saving  of  $114,109.00  per  year  in  operating  costs. 

The  following  is  a  statement  of  the  cost  of  service  and  the  savings  that  can 
be  made: 

Based  on  a  steam  service— Cochrane  to  Fraserdale — service  being  the 
same  as  present  schedule. 
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A  Brill  service  for  six  months  in  the  year — Fraserdale  to  Moosonee. 

Loss   for   year   ending   30th   June,    1934,    on 

branch  line,  Cochrane  to  Moosonee S162,258.00 

Estimated  costs  of  proposed  services : 

Cochrane  to  Fraserdale 

Total  expenses,  Cochrane  to  Moosonee $204,000.00 

Divided  on  a  mileage  basis  is  y^  oi 

$204,000.00 76,364.00 

Revenue — Cochrane  to  Fraserdale: 

Estimated  as  same  for  year  to  30th  June, 

1934 37,831.00 

Loss $38,533.00 

Fraserdale  to  Moosonee 

Estimated  cost  of  motor  car  service $13,462.00 

Revenue — Fraserdale  to  Moosonee: 

Estimated  as  same  for  year  to  30th  June, 

1934 3,906.00 

Loss $9,566.00 

Or 48,089.00 

Estimated  Annual  Saving $114,169.00 

The  above  service  could  be  given  and  a  trial  made  for  a  year  or  two,  during 
which  period  a  complete  survey  should  be  made  by  the  commission,  not  only  of 
the  line  from  Fraserdale,  or  Abitibi  Canyon,  to  Moosonee,  but  also  from  Cochrane 
to  Moosonee,  to  determine  whether  all  or  part  of  this  line  should  be  abandoned. 
It  is  only  after  a  very  exhaustive  survey,  however,  that  such  a  decision  should  be 
reached. 

Hotel  at  Moosonee 

The  James  Bay  Inn  at  Moosonee  was  constructed  by  the  T.  &  N.O.  Com- 
mission in  the  year  1931  at  a  cost  of  $58,179.58.  The  construction  of  this  hotel 
was  ill-advised.  In  view  of  the  following  particulars,  in  my  opinion,  there  is  no 
sound  reason  for  its  existence : 

The  deficit  for  the  two  years  it  has  been  operating  amounts  to  $18,752.39. 
Considering  the  number  of  guests  who  have  been  entertained,  the  number  of 
rooms  available  and  all  the  circumstances,  I  have  come  to  the  conclusion  that  it 
is  impossible  to  operate  this  hotel  at  a  profit 

The  staff  maintenance  for  the  operation  of  this  hotel  has  been  expensive. 
Tourist  possibilities  are  rather  remote,  and  to  develop  this  traffic  would  entail 
the  expenditure  of  a  considerable  amount  of  money.    Even  if  this  tourist  traffic 
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were  developed  to  its  fullest  possibility,  in  my  opinion  it  would  not  warrant  a 
full  passenger  service  to  Moosonee  being  maintained. 

Branch  Lines 

It  is  impossible  to  discuss  the  advisability  of  keeping  every  branch  line  open, 
owing  to  the  fact  that  it  was  impossible  to  obtain  from  the  auditing  staff  of  the 
railway  a  financial  statement  for  each  separate  branch  line.  Such  a  statement 
is  not  prepared  periodically  for  the  information  of  the  commission,  nor  does  the 
system  of  bookkeeping  that  is  followed  permit  of  this  information  being  obtained. 

This  does  not  apply  in  the  case  of  the  two  lines  operated  by  the  Nipissing 
Central  Railway.  Here  the  bookkeeping  system  permits  of  the  actual  operating 
profit  or  loss  being  determined. 

The  Nipissing  Central  Railway  was  purchased  by  the  T.  &  N.O.  in  1911. 
There  are  two  distinct  operations  carried  on  by  this  railway,  namely,  a  steam 
line  from  Swastika  to  Rouyn,  Quebec,  and  an  electric  line  from  New  Liskeard 
to  Cobalt.  The  steam  line  is  operated  at  a  profit,  but  the  electric  line  is  operated 
at  a  loss.    The  exact  losses  for  five  years  on  the  electric  line  are  as  follows : 

1929 $  8,116.41 

1930 7,196.92 

1931 14,364.64 

1932 13,697.04 

1933 11,274.68 

It  seems  to  be  the  unanimous  opinion  that  this  electric  line  service  should 
be  discontinued.  Already  one  and  a  half  miles  of  track  have  been  lifted  in  the 
Town  of  New  Liskeard. 

Commission  and  Its  Operation 

At  the  present  time  the  chairman  of  the  commission  is  the  general  manager 
of  the  railway.  In  my  opinion  this  dual  position  should  not  exist.  It  might 
result  in  the  commission  not  properly  functioning. 

I  find  the  commissioners  have  been  lax  and  negligent  in  the  performance 
of  their  duties  and  have  permitted  abuses  of  many  kinds  to  occur.  At  no  time 
did  they  know  the  exact  financial  position  of  the  railway,  nor  did  they  take  the 
proper  steps  to  ascertain  it.  No  one  knew  the  extent  of  the  deficit  in  the  opera- 
tion of  the  extension  from  Cochrane  to  Moosonee,  nor  did  they  know  whether 
any  of  the  branch  lines  were  paying  or  not.  At  no  time  did  they  obtain  statements 
as  to  the  cost  of  the  different  services  of  the  railway  nor  take  any  proper  steps 
to  effect  economies. 

The  officials  of  the  railway  did  not  properly  cooperate  with  the  commission. 
They  were  not  called  upon,  nor  did  they  volunteer  to  bring  to  the  attention  of 
the  commissioners  extravagances  that  could  have  been  avoided.  Had  the 
commissioners  properly  performed  their  duties,  undoubtedly  vast  sums  of  money 
would  have  been  saved  the  people  of  the  Province  of  Ontario. 

It  is  true  that  for  the  greatest  error  they  committed,  the  building  of  the 
third  extension  of  the  railway,  in  evidence  they  threw  entire  responsibility  upon 
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the  Government  of  the  day.  While  this  may  be  so,  with  the  knowledge  they 
possessed  at  that  time  of  how  unlikely  any  return  proportionate  to  the  amount 
of  expenditure  involved  might  be  expected,  their  sincerity  of  purpose  could  have 
been  established  at  that  time  by  a  resolution  advising  against  the  construction. 

In  addition  to  the  above,  the  attitude  of  the  commissioners  in  condoning  the 
practice  of  permitting  the  publication  annually  of  a  financial  statement  that  did 
not  represent  the  true  position  of  the  railway  is  to  be  condemned.  This  matter 
was  apparently  brought  up  and  discussed  several  times  at  meetings  of  the  com- 
mission, but  no  proper  action  was  taken.  Although  year  after  year  the  commis- 
sioners advertised  to  the  people  of  the  Province  of  Ontario  that  the  T.  &  N.O. 
was  the  only  railway  in  Canada  earning  money,  actually  huge  deficits  were  being 
accumulated.  Had  this  fact  been  generally  known,  undoubtedly  public  opinion 
would  have  demanded  a  reorganization  of  the  railway  at  a  much  earlier  date 
than  this,   with  consequent  savings  of  public  funds. 

In  the  annual  financial  statement  the  commissioners  acquiesced  in  the 
practice  of  not  charging  interest  upon  monies  invested  in  the  railway  by  the 
Government,  nor  of  setting  up  a  proper  depreciation  charge.  Calculation  of 
these  items  show  the  actual  deficit  of  the  railway,  as  of  31st  October,  1933,  to 
be  $9,018,211.07. 

Some  idea  of  the  details  of  this  figure  may  be  gleaned  from  the  following 
figures : 

Annual  Profit  or  Deficit 

As  shown  After  adjustment 

Year  in  books  for  interest 

1929 $77,012.28  deficit  $  185,329.68  deficit 

1930 98,038.41  surplus  260,278.99       " 

1931 48,065.60       "  310,251.80       " 

1932 65,641.34       "  742,476.06       " 

1933 18,023.03       "  1,176,340.43       " 

A  proper  financial  statement  should  be  prepared  and  the  Government  and 
the  people  of  Ontario  should  at  all  times  know  the  exact  financial  position  of 
the  railway. 

Auditors 

The  books  of  the  company  have  been  audited  by  Edwards-Morgan  & 
Company,  who  have  done  this  work  for  such  a  length  of  time  that  no  official  in 
the  railway  was  able  to  produce  their  terms  of  employment. 

Apparently  this  firm  made  a  yearly  audit  of  the  receipts  and  disbursements 
of  the  railway.  At  no  time  have  they  carried  out  a  complete  audit  of  the  books 
of  the  Company. 

The  financial  statement  annually  produced  by  the  commission  is  not  certified 
to  by  the  auditors. 

In  my  opinion  it  is  highly  important  that  a  complete  audit  be  made  every 
year  and  properly  certified  by  the  auditors. 

Had  this  practice  been  followed,  the  commission  would  have  been  in  a  better 
position  to  study  the  true  situation  of  the  railway. 
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Apparently  at  no  time  did  the  commissioners  deal  with  the  problem  of 
whether  a  proper  audit  was  being  made,  nor  show  any  particular  interest  in  the 
annual  statement,  beyond  the  formal  yearly  approval  of  same. 

Management  and  Staff 

While  ostensibly  the  operating  head  of  the  railway,  the  chairman  of  the 
commission,  in  my  opinion,  lacked  sufficient  actual  railroading  experience  to 
properly  carry  out  his  duties  as  such.  Possessing  an  unfailing  enthusiasm  in  the 
development  of  the  vast  mineral  and  timber  resources  of  the  North,  and  the 
development  of  that  district  generally,  his  work  in  this  respect  is  worthy  of  com- 
mendation. In  this  connection,  from  observations  and  inquiries  I  am  convinced 
he  has  been  an  important  factor,  but  I  am  also  convinced  that  as  executive  head 
of  the  railway  he  lacked  very  necessary  qualifications. 

As  a  consequence  of  the  above,  the  actual  management  of  the  road  was  left 
to  an  internal  group  of  men  who  had  no  right  or  ability  to  be  so  entrusted.  These 
are  the  men  who  managed  to  obtain  bonuses  whilst  organized  labor  received 
reductions  in  their  scale  of  wages.  I  refer  to  the  secretary-treasurer,  Mr.  Maund, 
to  the  chief  engineer,  Mr.  Clement,  to  the  chief  of  the  wage  bureau,  Mr.  Freeman, 
to  the  auditor,  Mr.  Hamilton  and  to  the  purchasing  agent,  Mr.  Alford. 

Foremost  in  this  internal  ring  of  those  entitled  to  be  criticized  is  Mr.  Maund. 
Every  activity  within  the  railway  was  subject  to  his  direction  and  consultation 
with  other  members  of  the  circle.  At  no  time  during  this  investigation  did  Mr. 
Maund  display  that  he  had  any  of  the  qualifications  necessary  either  for  the 
position  of  secretary  or  treasurer.  He  steadily  refused  to  accept  responsibility 
for  any  of  the  acts  which  he  had  done  and  attempted  to  place  the  blame  upon  the 
Chairman.  The  secretarial  duties  he  performed  could  be  competently  taken  care 
of  by  a  stenographer,  and  in  matters  financial  he  showed  a  deplorable  lack  of 
appreciation  of  the  responsibility  his  position  involved. 

As  chief  accountant  of  the  railway,  Mr.  Hamilton  lacks  very  necessary 
qualifications — chief  amongst  these  being  initiative.  No  attempt  has  been  made 
by  him  to  inaugurate  changes  in  the  very  cumbersome  method  of  bookkeeping 
that  is  followed,  apparently  being  content  to  follow  the  routine  that  was  in  exist- 
ence when  he  started  as  a  junior  clerk  in  this  department.  I  am  convinced  that 
his  experience  in  accountancy  has  not  been  sufficiently  broad  in  its  scope  to  permit 
him  to  capably  carry  out  the  duties  his  office  demands. 

The  period  of  construction  on  the  railway  having  passed,  I  can  see  very  little 
necessity  for  the  extensive  engineering  lepartment  that  is  at  the  present  time 
maintained.  As  head  of  this  department,  Mr.  Clement,  is  to  be  criticized  in  my 
opinion,  for  not  recommending  to  the  commission  a  reduction  in  his  staff.  In 
addition  to  this,  I  believe  Mr.  Clement  completely  failed  in  his  duties  in  connec- 
tion with  the  contracts  for  construction  of  extensions  to  the  railway. 

A  careful  perusal  of  the  contracts  awarded  by  the  commission  for  various 
supplies  and  close  observation  of  the  purchasing  agent,  Mr.  Alford,  has  led  me  to 
the  conclusion  that  he  is  totally  unfit  to  occupy  the  position  he  now  holds.  He 
was  unable  to  give  any  adequate  explanation  with  respect  to  certain  purchases, 
nor  of  his  activities  in  connection  with  the  awarding  of  contracts.  His  department 
is  also  largely  overstaffed. 
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I  have  been  unable  to  secure  evidence  to  show  what  are  the  actual  duties  of 
Mr.  Freeman.  He  is  given  a  great  many  titles,  but  his  time  is  apparently  chiefly 
occupied  in  performing  the  duties  of  employment  agent.  In  this  role,  his  files 
disclosed  numerous  letters  showing  political  interference  in  appointments  made. 

Why  Mr.  Freeman,  having  regard  to  his  qualifications,  should  have  any 
active  part  in  the  management  of  the  railway  is  difficult  to  understand,  yet  he 
was  undoubtedly  active  at  the  time  a  five  percent,  reduction  in  wages  was 
imposed  upon  organized  labor  and  not  upon  the  members  of  the  office  stafi".  I 
believe  a  certain  responsibility  must  be  placed  upon  him  for  the  general  over- 
staffing  of  the  railway. 

The  chief  clerk  to  the  auditor,  Mr.  Sherman,  has  been  in  charge  of  the  secret 
ledger,  in  which  were  kept  records  of  special  bonuses  paid  to  officials  and  other 
information  which  the  management  desired  to  keep  from  the  knowledge  of  the 
general  staff  and  the  public.  This  book  also  recorded  items  of  expenditure, 
charged  to  the  railway,  for  purely  political  purposes. 

Bonuses  Paid  to  Commissioners 

Special  bonuses  were  paid  in  the  yeat  1926  to  the  commissioners,  amounting 
to  S5,000,  without  authority  of  the  legislature.  In  addition  to  this  the  following 
bonuses  were  granted  by  the  then  Premier,  Honourable  G.  Howard  Ferguson, 
to  Chairman  George  Lee: 

1927 $2,500 

1928 2,500 

1929 3,500 

1930 3,500 

1931 3,500 

1932 3,500 

1933 3,500 


Total $22,500 

It  was  stated  in  evidence  by  Mr.  Lee  that  when  the  Honourable  George  S. 
Henry  became  premier  this  practice  of  granting  him  a  yearly  bonus  was  approved 
by  him. 

The  salaries  of  the  commissioners  are  set  by  statute,  and  I  fail  to  find  any 
authority  for  payment  of  the  above  mentioned  bonuses. 

Bonuses  to  Other  Members  of  the  Staff 

Bonuses  to  the  following  officials  were  also  granted: 

W.  H.  Maund 1930 $    300.00 

1931 1,000.00 

1932 500.00 

S.D.Clement 1930 100.00 

1931 500.00 

1932 100.00 

W.  Griffin 1932 100.00 
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D.  Hamilton 1930 100.00 

1931 300.00 

1932 150.00 

G.  B.  Alford 1925 50.00 

1926 50.00 

1927 50.00 

A.  B.  Odium 1931 200.00 

1932 100.00 

A.  Freeman 1931 200.00 

1932 100.00 

E.  L.  Sherman 1931 50.00 

1932 50.00 

Most  of  the  foregoing  bonuses  were  not  authorized  by  a  resolution  of  the 
commissioners.  The  only  explanation  I  was  able  to  secure  as  to  payment  of  the 
same  was  from  the  chairman,  who  said  they  were  paid  "To  keep  peace  in  the 
family." 

As  pointing  to  the  existing  disregard  for  economy  in  the  management  of 
the  railway,  it  is  interesting  to  note  that  in  the  year  1931,  when  the  largest  sum 
was  paid  in  bonuses,  the  actual  annual  deficit  of  the  railway  was  $"310,251.80. 

Salary  Reductions 

Following  an  arrangement  agreed  upon  by  all  Canadian  railways,  a  ten 
percent,  reduction  was  made  upon  all  employees  of  the  T.  &  N.O.  This,  however, 
was  not  applied  to  the  $3,500  yearly  bonus  received  by  the  chairman  of  the 
commission. 

Later  an  additional  reduction  was  made  by  other  Canadian  railways  upon 
the  earnings  of  their  employees.  Conforming  with  this  action,  a  five  percent, 
reduction  was  made  upon  the  earnings  of  organized  labor  in  the  employ  of  the 
T.  &  N.O.,  but  this  was  not  imposed  upon  the  members  of  the  office  staff,  as  in 
the  case  of  other  Canadian  railways.  This  action  was  taken  without  any  formal 
resolution  by  the  members  of  the  commission — merely  by  an  order  issued  by  Mr. 
Maund,  the  responsibility  for  which  he,  in  evidence,  placed  upon  the  chairman. 

It  is  difficult  to  understand  the  attitude  displayed  by  those  responsible  in 
this  matter — imposing  a  further  reduction  upon  the  lowest  paid  in  the  organiza- 
tion, with  apparently  no  regard  to  the  saving  that  could  have  been  effected  had 
the  plan  adopted  by  other  railways  in  Canada  been  put  into  effect  through  the 
entire  organization. 

Rolling  Stock 

An  analysis  of  the  figures  following  shows  an  apparent  attempt  to  maintain 
an  alleged  surplus  in  the  face  of  decreased  earnings  at  the  expense  of  proper 
maintenance  of  the  rolling  stock  of  the  railway.  The  following  are  the  appropria- 
tions for  this  purpose : 

1930 $608,111.95 

1932 486,460.00 

1934 414,830.63 
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According  to  the  uncontradicted  evidence  of  Kr.  Ross,  the  master  mechanic, 
and  of  Mr.  GriflP.n,  the  superintendent  in  charge  of  maintenance,  fifty  percent, 
of  the  rolling  stock  of  the  railway  is  in  need  of  repair. 

In  this  connection  it  might  be  noted  that  although  no  attempt  was  made  to 
economize  by  a  reduction  in  the  office  staff  of  the  railway,  the  number  of  those 
working  under  the  direction  of  the  master  m.echanic  was  reduced  by  twenty-nine 
percent.,  while  those  remaining  in  employment  suffered  a  further  reduction  in 
working  hours  of  twenty-nine  percent. 

The  evidence  of  the  master  mechanic,  corroborated  by  that  of  the  superin- 
tendent, discloses  that  sufficient  immediate  repairs  exist  to  maintain  the  present 
staff  working  for  the  next  six  to  eight  months  on  a  forty  hour  week  basis  rather 
than  the  present  basis  of  thirty  hours  per  week. 

Deferring  necessary  repairs  to  rolling  stock  is  responsible,  to  some  extent, 
for  the  large  per  diem  charge  incurred  by  borrowing  proper  equipment  from  the 
C.P.R.  and  C.N.R.  This  amounted  in  one  year  to  $159,800.08.  The  records 
show  that  in  the  last  year  forty-five  cars  of  the  T.  &  N.O.  were  rejected  by  the 
C.P.R.  as  being  unfit  to  be  transported.  This  number  constitutes  a  large  per- 
centage of  the  freight  equipment  of  the  railway. 

Capital  Expenditures 

The  Chief  Engineer  estimates  that  during  the  next  five  years  necessary 
replacements  of  tracks,  bridges,  station  and  office  buildings,  freight  and  passenger 
cars,  as  well  as  repairs  to  locomotives,  will  entail  at  least  $539,200  being  expended. 

This  fact  emphasizes  the  necessity  for  vigilance  in  matters  of  economy. 

Passes 

Excessive  issuing  of  passes  has  resulted  in  a  considerable  loss  of  revenue  to 
the  railway.  The  generosity  displayed  by  the  officials  responsible  in  this  respect 
resulted  in  the  greater  part  of  a  clerk's  time  being  spent  in  keeping  the  records 
and  in  the  issuance  of  passes  and  free  tickets.  Class  "A"  passes  were  issued  in 
the  following  numbers: 

1930 6,713 

1933 5,164 

1934  to  July  31 . 3,392 

On  the  Nipissing  Central  Railway,  running  from  Swastika  to  Rouyn,  a 
distance  of  sixty  miles,  during  a  five  year  period  4,090  passes  were  issued. 

During  a  five  year  period  the  total  number  of  passes,  of  all  classes,  issued  by 
the  T.  &  N.O.  amounted  to  80,722. 

Private  Cars 

At  the  present  time  three  private  cars  are  owned  by  the  railway.  These 
are  named  the  Temagami,  the  Whitney  and  Business  Car  No.  1.  The  latter  car 
is  used  by  officials  of  the  railway  in  carrying  out  their  duties  along  the  railway 
and,  in  my  opinion,  is  necessary  equipment.    The  Temagami  is  used  by  members 
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of  the  commission  for  their  monthly  inspection  tours  of  various  portions  of  the 
line.  Having  regard  to  train  schedules  in  the  more  northern  portion  of  the  rail- 
way, and  the  lack  of  hotel  accommodation  in  certain  districts,  I  believe  the 
maintenance  of  this  car  is  necessary. 

The  Whitney,  however,  so  far  as  the  records  available  show,  was  used 
entirely  by  Ministers  of  the  Crown.  No  proper  record  of  the  cost  of  operation 
of  this  car  was  kept,  so  that  it  is  impossible  to  fix  the  total  expended  by  the 
railway  for  this  service.  Having  regard  to  yearly  deficits,  however,  it  would  seem 
to  be  an  ill-considered  luxury. 

Purchases  without  Tenders 

During  the  past  ten  years  2,307,108  railway  ties  were  purchased  at  a  cost  of 
$1,695,879.25,  without  tenders  being  called  for.  The  commission  set  the  prices 
to  be  paid  for  ties  each  year,  about  fifty  percent,  of  which  were  purchased  from 
the  settlers  and  fifty  percent,  from  mill  owners.  It  was  stated  in  evidence  that 
the  chairman  and  the  purchasing  agent  prepared  the  list  of  the  mills  from  which 
these  purchases  were  made. 

In  1929  B.  A.  Wauchope,  a  brother-in-law  of  the  chairman,  was  appointed 
tie  inspector.  His  previous  employment  had  been  that  of  assistant  to  a  boiler- 
maker,  although  he  stated  he  had  had  some  experience  in  carpenter  work. 

From  Wauchope's  evidence,  the  evidence  of  the  purchasing  agent  and  that 
of  an  independent  expert,  I  have  come  to  the  conclusion  that  this  man  was 
absolutely  incompetent  in  grading  of  ties.  This  is  plainly  illustrated  by  the 
evidence  of  Mr.  McBurney,  who  inspected  two  carloads  of  ties  that  had  been 
passed  by  Wauchope,  and  who  stated  that  out  of  791  ties  examined  511  were 
absolutely  useless. 

CoAi,  Contract 

Approximately  100,000  tons  of  coal,  involving  an  expenditure  of  $600,000, 
are  purchased  each  year  by  the  commission.  In  1931  tenders  for  200,000  tons 
were  requested, and  the  tender  of  the  Weaver  Coal  Company  was  accepted. 

The  terms  of  this  contract  provided  that  the  coal  should  be  paid  for  in 
Canadian  funds.  After  the  contract  had  been  in  operation  for  some  period,  a 
claim  was  made  by  the  Weavier  Coal  Company  for  payment  of  exchange  on  U.S. 
funds  on  freight  rates  from  the  mine  to  the  lake  port.  Upon  being  consulted  the 
solicitors  for  the  commission  advised  that  no  legal  responsibility  existed  for 
compliance  with  this  demand.  In  spite  of  this  advice,  the  commission  decided 
to  pay  to  the  Weaver  Coal  Company  the  sum  of  $29,000.  I  was  unable  to 
obtain  from  any  of  the  commissioners  any  reasonable  or  satisfactory  explanation 
for  this  generous  action  on  their  part. 

In  1934  tenders  were  called  for  a  coal  contract  involving  100,000  tons.  This 
contract  was  awarded  to  the  Weaver  Coal  Company,  although  similar  coal  could 
have  been  obtained  from  the  Valley  Camp  Coal  Company,  who  tendered,  at 
six  and  a  half  cents  per  ton  cheaper,  which  represented  a  saving  of  $6,500  to  the 
commission. 

The  only  explanation  offered  by  Mr.  Alford,  the  purchasing  agent,  was  that 
the  tender  of  the  Valley  Camp  Coal  Company  was  ''not  in  harmony  with  the 
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1933 

1934 

1,440 

1,470 

1,401 

1,489 

1,438 

1,405 

1,365 

1,350 

1,469 

1,531 

1,506 

1,696 

1,536 

1,728 

form  of  tender,  although  he  gave  it  as  his  opinion  that  similar  coal  could  have 
been  obtained  from  this  company,  had  they  been  given  the  contract,  with  the 
saving  already  mentioned. 

The  circumstances  surrounding  the  dealings  of  the  commission  with  the 
Weaver  Coal  Company  indicate  a  very  careless  attitude  on  the  part  of  its  members 
towards  the  necessity  for  economy,  to  say  the  least;  whilst  the  attitude  of  other 
officials  of  the  railway  in  connection  with  this  matter,  in  my  opinion,  leave  them 
open  to  grave  suspicion. 

Staff 

With  the  aid  of  the  special  auditor,  Mr.  Steele,  I  have  given  considerable 
attention  to  the  personnel  of  the  railway.    The  following  figures  are  interesting : 

Total  Number  of  Employees: 

1932 

January 1,509 

February 1,521 

March 1,514 

April 1,570 

May 1,892 

June 1,949 

July 1,861 

It  will  be  noted  from  the  above  that  during  the  year  1934  many  more 
employees  were  employed  than  during  the  corresponding  months  of  1933.  I  was 
informed  that  these  were  extra-gang  labourers  employed  in  right-of-way  repairs. 

No  reduction  has  been  made  in  the  office  staff  during  the  past  five  years — 
on  the  contrary,  it  has  been  increased.  From  a  personal  examination,  and  from 
the  evidence  of  Mr. Steele,  I  am  convinced  the  office  staff  is  greatly  over-manned. 

Mr.  Steele  in  his  evidence  said  that  by  comparing  the  ratio  of  total  wages 
to  total  operating  revenue,  the  T.  &  N.O.  Railway  has  a  greater  payroll  than 
any  other  Canadian  railway. 

Reorganization 

From  an  inspection  of  the  entire  line  and  a  comparison  of  the  staffs  employed 
at  the  various  stations,  it  is  obvious  that  a  reorganization  is  necessary,  and  I 
believe  that  very  substant^ial  savings  can  be  effected. 

I  wish  to  particularly  refer  to  the  audit  office,  under  Mr.  D.  Hamilton, 
which  has  a  staff  of  forty  people,  at  a  yearly  cost  of  $60,345.80.  In  addition, 
there  is  a  separate  department  of  payroll  accountant  and  paymaster,  having 
twelve  employees  and  entailing  a  yearly  cost  of  $18,468.00.  These  departments 
should  be  combined,  as  half  of  the  present  personnel  could  efficiently  do  this 
work. 

Your  Commissioner  in  conclusion  submits  the  following  recommendations 
and  suggested  economies: 
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Recommendations 

1.  That  the  members  of  the  commission  serve  without  remuneration,  excepting 

payment  of  their  reasonable  expenses. 

2.  That  Mr.  George  Lee,  the  present  chairman,  be  retired  with  the  railway 

pension  to  which  he  is  entitled. 

3.  That  a  general  manager  be  appointed  to  operate  the  railway,  and  that  he  be 

a  practical  railroad  executive.  The  general  manager  should  be  respon- 
sible to  the  commission,  and  under  no  circumstances  should  he  be  a 
member  of  the  commission. 

4.  That  an  immediate  general  survey  be  made  by  a  competent  railroad  man,  or 

group  of  men,  with  a  view  to  a  reorganization  of  the  entire  personnel  in 
every  department  of  the  railway  and  of  all  phases  of  operation  of  the 
railway. 

5.  That  an  effort  be  made  to  sell  the  private  car  Whitney — failing  in  this,  that 

it  be  used  as  a  business  car  in  the  operation  of  the  railway. 

6.  That  all  passes  be  cancelled  on  November  1,  1934,  excepting  those  allowed 

to  be  issued  by  the  Railway  Board;  and  that  no  passes  be  issued  except 
by  resolution  of  the  commission — this  to  apply  to  all  employees  of  the 
Ontario  Government. 

7.  That  an  immediate  audit  be  made  as  of  October  31,  1934,  by  a  competent 

auditor  appointed  by  the  Government,  paid  for  by  the  commission,  in 
order  that  the  true  financial  position  of  the  railway  may  be  fully  known 
to  the  Government. 

8.  That  the  services  of  the  following  be  forthwith  dispensed  with: 

Messrs.  Maund,  Hamilton,  Freeman,  Alford,  Clement,  Sherman  and 
Wauchope. 

9.  That  the  following  be  pensioned  immediately: 

J.  Hume,  Janitor, 

J.  C.  Dignan,  Clerk, 

W.  J.  Oldham,  Bridge  and  Building  Master, 

A.  T.  York,  Janitor, 

A.  A.  Cole,  Mining  Engineer, 

A.  P.  Monette,  Steward, 

W.  I.  Johnston,  Assistant  Superintendent, 

G.  Cocksedge,  Clerk, 

G.  E.  Griffiths,  Janitor, 

A.  B.  Pratt,  Statistician, 

J.  A.  Parr,  General  Freight  and  Passenger  Agent. 

10.  That  all  contracts  be  awarded  only  after  tenders  have  been  properly  called 

for. 

11.  That  necessary  steps  be  forthwith  taken  to  make  needed  repairs  to  all  rolling 

stock,  and  for  that  purpose  those  working  under  the  Master  Mechanic 
be  employed  on  a  basis  of  39^  hours  per  week. 

12.  That  an  immediate  survey  be  made  with  respect  to  all  branch  lines  to  deter- 

mine if  same  are  paying  or  not ;  and  that  special  attention  be  given  the 
possibility  of  curtailing  the  service  at  present  being  given  on  these  lines, 
especially  the  Charlton  Branch. 
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13.  That  the  service  from  Cochrane  to  Moosonee  be  reduced  to  its  minimum; 

that  the  freight  service  be  operated  from  Cochrane  to  Abitibi  Canyon 
only  as,  if  and  when  required,  and  from  there  to  Moosonee  in  accordance 
with  the  recommendation  previously  given. 

14.  That  the  James  Bay  Inn  be  closed ;  that  the  possibilities  of  salvage  by  wreck- 

ing it  be  considered  and,  if  thought  inadvisable,  that  an  effort  be  made 
to  have  a  charitable  organization  take  it  over  at  a  dollar  per  year  for 
the  purpose  of  operating  it  as  a  hospital  for  the  Indians  in  that  district. 

15.  That  operation  of  the  greenhouse  at  Englehart  be  discontinued. 

16.  That  the  second  wage  reduction  of  five  percent,  be  imposed  upon  all  members 

of  the  office  and  advisory  staff  who  have  not  as  yet  received  it. 

17.  That  the  tender  of  the  Weaver  Coal  Company  be  rejected,  and  that,  as  soon 

as  is  practicable,  new  tenders  be  called  for. 

18.  That  a  freight  soliciting  department  be  established,  and  that  the  commis- 

sioners consider  the  advisability  of  utilizing  the  long  experience  and 
intimate  knowledge  of  the  north  country  possessed  by  Mr.  George  Lee 
for  this  purpose,  at  a  salary  not  to  exceed  $2,500  per  annum. 

19.  That  the  commissioners  consider  the  possibility  of  reducing  the  annual  cost 

of  coal,  amounting  to  over  $600,000,  by  inquiring  into  the  feasibility 
of  using,  for  short  hauls  and  light  traffic,  self-contained  steam-powered 
coaches  with  trailers,  and  generally  the  motor  power  to  be  employed 
for  transportation. 

20.  That  a  chartered  accountant  be  employed  as  treasurer  and  chief  accountant, 

and  that  one  of  the  present  employees  be  assigned  the  duty  of  keeping 
the  minutes  of  the  commission. 

21.  That,  pending  completion  of  the  survey  already  recommended,  all  members 

of  the  office  and  advisory  staff  be  requested  to  immediately  tender  their 
resignations,  to  be  dealt  with  as  decided  upon. 

22.  That  the  departments  of  audit  and  payroll  accountant  and  paymaster  be 

combined,  and  that  all  auditing  services  be  performed  by  this  depart- 
ment. 

23.  That  operation  of  the  electric  line  of  the  Nipissing  Central  Railway  between 

New  lyiskeard  and  Cobalt  be  forthwith  discontinued;  that  if  it  is  deemed 
necessary  to  supply  some  passenger  service,  the  heavy  battery  cars 
owned  by  the  commission  be  used  on  the  steam  railway  tracks  of  the 
T.  &  N.O.  between  those  towns. 


T.  &  N.Q.  RAILWAY  INQUIRY 25 

Economies 
Yearly  Economies 

Curtailment  of  service  on  Cochrane  to  Moosonee  extension  $114,169.00 

Closing  of  James  Bay  Inn 10,000.00 

Discontinuing   operation   of   Nipissing   Central   Electric 

Railway 11,274.68 

Closing  Englehart  greenhouse 6,788.41 

Increased  revenue  by  reason  of  cancellation  of  passes 40,000.00 

Salaries  of  members  of  commission 19,400.00 

Five  percent,  reduction  in  salaries  paid  to  members  of 

office  staff 29,161.80 

Superannuation  of  employees  recommended 17,856.00 

Estimated  reduction  in  personnel  and  services,  based  on 

survey  and  study  of  other  railways 254,964.00 

Discontinuing  operation  of  car  Whitney 7,000.00 

$507,613.89 
All  of  which  is  respectfully  submitted, 

ARMAND  RACINE. 
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